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E.O. 11652: N/A 

TAGS: ELTN ETRD BC RH SA 

SUB J : GOB TAKEOVER OF RHODESIAN RAILWAY: SOME COMMERCIAL AND 
ECONOMIC ASPECTS 

1 . BEGIN SUMMARY: THERE FOLLOWS POINTS ON RAILWAY DEVELOPMENTS 
EMERGING WEEK OF NOV 7 FROM CONVERSATIONS BETWEEN EMBOFFS 
AND GOB MINISTRY OFFICIALS AND FROM EMBOFF DEBRIEFING OF WALTER 
PATTERSON, GM LOCOMOTIVE EXPORT REP WHO HAS INTERVIEWED 
OFFICIALS BOTH IN GOB AND RHODESIAN RAILWAYS. MESSAGE DISCUSSES 
INITIAL GOB CONSIDERATIONS OF PROCUREMENT, BIDDING, SPECIFI- 
CATIONS AND SCALE, AS WELL AS VIEWS OF OFFICIALS ON ECONOMIC 
VIABILITY OF A BOTSWANA NATIONAL RAILWAY AND THE ABILITY OF THE 
BATSWANA TO MAINTAIN AND RUN SUCH AN ENTITY. A COMMENT 
FOLLOWS. DEPARTMENT S ACTION REQUESTED. END SUMMARY. 
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2. PROCUREMENT: GOB OFFICIALS SAY THAT SETTING OF SPECIFI- 
CATIONS FOR LOCOMOTIVES AND OTHER RAILROAD EQUIPMENT AWAITING 
RESULTS OF STUDY BY UK CONSULTING FIRM OF TRANSMARK. AT THE 
MOMENT, NO ONE IN GOB SEEMS TO KNOW, FOR EXAMPLE, WHAT HORE- 
POWER WOULD BE DESIRABLE FOR LOCOMOTIVES. TRANSMARK TEAM 
EXPECTED TO ARRIVE BOTSWANA DEC 1977 FOR FIRST-HAND LOOK. 
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TENDERS FOR LOCOMOTIVES WOULD LIKELY BE EXTENDED APPROXIMATELY 
ONE YEAR AFTER TRANSMARK VISIT, SOME TIME IN OCTOBER-DECEMBER 
1978. TENDER PERIOD FOR RECEIVING BIDS WOULD BE BETWEEN SIXTY 
AND NINETY DAYS. 

3. QUANTITIES OF LOCOMOTIVES: ESTIMATES RECEIVED FROM OFFICIALS 
OF INITIAL PROCUREMENT OF LOCOMOTIVES TO MEET CONTINGENCY OF 
RHODESIAN RAILWAY SHUTDOWN VARIED FROM NINE TO TWELVE. THESE 
UNITS WOULD BE USED FOR INTERNAL TRAFFICE IN BOTSWANA. EVENT- 
UALLY, IN MUCH LONGER TIME FRAME, THE TOTAL NUMBER OF VEHICLES 
PURCHASED WOULD RISE TO BETWEEN THIRTY-FIVE AND FORTY 
(RHODESIAN RAILWAY OFFICIAL PUT THE NUMBER AT FORTY-EIGHT). 

4. ROLLING STOCK: GOB HAS USED EDF FUNDS TO ORDER FIFTY 

COAL WAGONS FROM SOUTH AFRICAN MANUFACTURER DORMEN-LONG, TO 
BE BUILT TO RSA SPECIFICATIONS UNDER SUPERVISION OF SOUTH 
AFRICAN RAILWAY ENGINEERS. WAGONS ORDERED AT URGING OF BOTSWANA 
POWER CORPORATION TO CARRY COAL FROM MARUPULE COAL MINE TO 
COPPER -NICKEL PLANT AT SET EBT-PTKWE. IN ADDITION, GOB PLANNING 
PURCHASE OF USED CATTLE CARS FROM RHODESIAN RAILWAY. ACCORDING TO 
O.P. NAYAR, INDIAN RAILWAYS EXPATRIATE ADVISOR IN MINISTRY 
OF WORKS AND COMMUNICATIONS, BOTSWANA WILL REQUIRE BETWEEN 
200-250 WAGONS FOR ITS INTERNAL TRAFFIC ALONE. IT WOULD BRING 
THAT TOTAL UP TO BETWEEN FOUR AND FIVE HUNDRED TO MAKE 
"ADDITIONAL RUNS TO THE NORTH". MOST OF THE FIVE HUNDRED CARS 
WOULD BE NONSPECIALIZED; BATSWANA WOULD CONTINUE, FOR EXAMPLE, 
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TO USE OIL TANKERS FROM SOUTH AFRICA. 

5. SOURCES OF LOCOMOTIVE SUPPLY: NAYAR TOLD PATTERSON OF 

GM THAT HE BELIEVED GOB WOULD PREFER A U.S. LOCOMOTIVE PRODUCT 
INASMUCH AS BOTH GM AND GE LOCOMOTIVES COULD EASILY BE SERVICED 
IN SOUTH AFRICA. LATER, IN TOUR D'HORIZON WITH EMBOFF, PATTERSON 
SAID THAT WERE THE WORLD BANK OR OTHER DONOR COORDINATOR TO 
SET IMPARTIAL RULES FOR AWARDING OF CONTRACTS TO THE LOWEST 
BIDDER WHO WOULD MEET FIXED STANDARDS, U.S. BUILT GM OR GE 
LOCOMOTIVES (TO INCLUDE THOSE ASSEMBLED IN THE RSA WITH AMERICAN 
PARTS) WOULD WIN. UK WAS LIKELY OUT INASMUCH AS IT HAD NO 
LOCOMOTIVES CURRENTLY IN PRODUCTION AND WOULD HAVE TO OPEN 
FACTORY TO PRODUCE THEM (WHICH WAS CONCEIVABLE). THE GERMAN 
PRODUCT (HENSCHEL) WAS TOO EXPENSIVE AND THE FRENCH TOO SOPHIS- 
TICATED WITH ENORMOUS MAINTENANCE AND REPAIR COSTS. A MORE LIKELY 
CONTENDER WOULD BE THE CANADIAN ENGINE FROM THE MLW WORKS IN 
MONTREAL. CANADIAN GOVERNMENT WAS OFFERING MLW ENGINES UNDER 
GIVE-AWAY FINANCING TERMS BECAUSE OF POLITICAL PRESSURES TO 
KEEP THE FAILING FRENCH CANADIAN COMPANY. WITH ITS POOR PRODUCT, 
ALOAT. MOREOVER, COMPETITION FROM U.S. COMPANIES IN CANADA 
WAS ELIMINATED BECAUSE CIDA WAS NOT ALLOWED TO FINANCE PURCHASE 
OF ANY ENGINE LESS THAN 60 PERCENT CANADIAN MADE. ACCORDING TO 
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PATTERSON, MLW LOCOMOTIVES ARE RUSTING AWAY IN TOGO, BANG- 
LADESH AND NIGERIA. (COMMENT: PATTERSON'S COMMENT ACCORDS WITH 
RUMOR THAT GOB DISENCHANTED WITH 23-VOLUME CANADIAN TRIMAC 
RIALROAD STUDY COMPLETED EARLIER THIS YEAR. GOB OFFICIALS 
SAW IT AS BARE-FACED ATTEMPT TO SELL CANADIAN LOCOMOTIVES.) 
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6. ECONOMICS OF A BOTSWANA RAILWAY: R.M. CROLL, RHODESIAN 
RAILWAYS LIAISON OFFICER, TOLD PATTERSON THAT ALTHOUGH BOTSWANA 
COULD TAKE OVER THE RAILWAY AT ANY MOMENT ON POLITCAL GROUNDS, 
THE RESULT WOULD BE ECONOMIC DISASTER. FIRST, BOTSWANA WORKERS 
LACKED EXPERTISE TO RUN IT. SECOND, THE COMPUTER SYSTEM AND OTHER 
ECONOMIZING DEVICES OWNED BY THE RHODESIANS WOULD BE WITHDRAWN 
FROM BOTSWANA. THE ECONOMY OF BELONGING TO A LARGE ORGANIZATION 
SUCH AS RHODESIAN RAILWAYS WOULD BE LOST. THIRD. RHODESIAN 
RAILWAYS WAS OPERATING IN THE RED ANYWAY AND THE ONLY REVENUE- 
EARNING PORTIONS OF THE ROAD WERE OUTSIDE OF BOTSWANA. THE 
BOTSWANA RAILWAY WOULD GO BROKE HANDLING ONLY INTERNAL TRAFFIC. 

7. BANK OF BOTSWANA ECONOMIST D. HUDSON TOLD EMBOFF SEPARATELY 
THAT THOUGH OF GOB TAKING OVER THE RAILWAY WAS A "FRIGHTENING 
PROSPECT" IN ECONOMIC TERMS. IN ADDITION TO LOSING ECONOMIES 
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OF SCALE, THE GOB WOULD BE REDUCED TO NEGOTIATING TERMS OF 
ASSISTANCE WITH SOUTH AFRICAN RAILWAY AUTHORITIES WHO HAVE 
BEEN BADLY FLEECING THE RHODESIANS FOR YEARS. WHO WOULD EXPECT 
BOTSWANA TO FARE ANY BETTER THAN RHODESIA? MOREOVER, BOTSWANA 
WOULD BE DESPERATELY DEPENDENT ON SOUTH AFRICAN WILLINGNESS TO 
USE BOTSWANA LOCOMOTIVES AND ROLLING STOCK FOR THE PROFITABLE 
RHODESIAN RUNS. IN ADDITION, THE RHODESIANS/ZIMBABWEANS WOULD 
MAKE BOTSWANA PAY A DEAR PRICE FOR TAKING OVER THE LINE. 

THEREFORE, TO HAVE ITS OWN RAILWAY, BOTSWANA WOULD BE PAYING 
OUT MUCH MORE THAN WHAT IT IS PAYING NOW. FINALLY, HUDSON 
CONSIDERED THAT A BOTSWANA TAKEOVER COULD NOT BE ACCOMPLISHED 
WITHOUT BRINGING IN THREE HUNDRED EXPATRIATES (MOSTLY INDIAN), 

THUS AGGREVATING THE WHOLE SENSITIVE QUESTION OF TOO MANY 
NON-CITIZENS (MOSTLY WHITE AND INDIAN) CONTROLLING THE COMMANDING 
HEIGHTS OF THE ECONOMY. 

8. COMMENTS: ESTIMATES FROM GOB OFFICIALS OF APPROXIMATELY 
FORTY ENGINES AND FIVE HUNDRED CARS (SEE PARAS 3 AND 4) 

SUGGEST AHT BOTSWANA IS CONSIDERING A LOGICAL EXPANSION BEYOND 
CONTINGENCY MEASURE OF OPERATING AN UNPROFITABLE INTERNAL 
RUN AND WOULD PARTICIPATE IN LUCRATIVE REGIONAL RUNS INTO 
RHODESIA, SOUTH AFRICA, IF NOT INTO ZAMBIA AND MOZAMBIQUE. 

SUCH EXPANSION WOULD LIKELY BE AT SOME EXPENSE OF RHODESIANS/ 
ZIMBABWEANS WHO MAY HAVE FUTURE TROUBLES IN FIELDING THEIR 
OWN RAILROAD EQUIPMENT, NOT ONLY BECAUSE OF DISRUPTION CAUSED 
BY TRANSITION TO MAJORITY RULE BUT BECAUSE MUCH OF IT, WE 
UNDERSTAND, IS BETWEEN 25-30 YEARS OLD AND WORN OUT. 

9. CONCERNING ARGUMENTS IN PARAS 6 AND 7 THAT GOB TAKEOVER OF 
RAILROAD WOULD NOT BE AN ECONOMIC MOVE, BOTH OFFICIALS WHO 
MADE THE ARGUMENT CONCEDED THAT THEY WERE LEAVING OUT POLITICAL 
FACTORS, I E. THAT IN THE VERY POSSIBLE EVENT THAT THE 

RHODESIAN RAILWAY WERE DISRUPTED BY CIVIL WAR OR TRANSITION TO 
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MAJORITY RULE, BOTSWANA WOULD HAVE NO EFFECTIVE WAY OF MOVING 
ITS ECONOMICALLY VITAL COAL, BEEF AND COPPER NICKEL MATTE. 

THAT WOULD MEAN ECONOMIC AND EVEN POLITICAL COLLAPSE. WITHOUT 
ITS OWN RAILWAY SYSTEM, BOTSWANA WOULD BE FORCED INTO A TOTAL 
TRANSPORTATION DEPENDENCY UPON SOUTH AFRICA WITH ALL THE UNFORTUNATE 
POLITICAL AND ECONOMIC CONSEQUENCES THAT WOULD HAVE FOR BOTSWANA'S 
INDEPENDENCE. 

10. COMMERCIAL: PRAGMATIC GOB AND RHODESIAN RAILWAY OFFICIALS 
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LEFT NEITHER EMBOFFS NOR PATTERSON OF GM IN ANY DOUBT THAT 
BOTSWANA WILL NOT HESITATE TO USE SOUTH AFRICA, AS NECESSARY, 

AS SOURCE OF PROCUREMENT AND AS BASE FOR MAINTENANCE OF LOCO- 
MOTIVES. THIS, OF COURSE, BODES WELL FOR EITHER GM OR GE, 

BOTH OF WHICH HAVE LOCOMOTIVE COMPANIES IN SOUTH AFRICA. 
(INCIDENTALLY, WE UNDERSTAND FROM GE EXECUTIVE THAT GE LOCO- 
MOTIVES FROM SOUTH AFRICA ARE CONSIDERED TO BE 60-70 PERCENT 
PRODUCED IN THE UNITED STATES.) ON OTHER HAND, PATTERSON OF 
GM CLAIMS THAT GIVEN COST OF SHIPPING COMPONENTS TO THE RSA 
FOR ASSEMBLY AND LOWER PRODUCTION COSTS IN USA, AMERICAN- 
BASED GM AND GE LOCOMOTIVES MIGHT BE ABLE TO UNDERBID THEIR 
SOUTH AFRICAN-BASED COMPETITORS. 

11. PATTERSON CONSIDERED HIS GABORONE VISIT INDISPENSABLE 
FOR GETTING TO "KNOW THE TERRITORY". GM PLANS MORE VISITS FOR 
EARLY 1978. DIRECTOR OF S.A. GENERAL ELECTRIC, ROBERT S. 

HIGHT, VISITED GABORONE IN IUNE. 

12. WITH KEY AMERICAN LOCOMOTIVE MANUFACTURERS IN PLACE AND 
READY TO MAKE SHORT DELIVERY TIMES, IT WOULD CERTAINLY BE IN 
OUR INTEREST IF BIDDING WERE TO TAKE PLACE AS SOON AS POSSIBLE, 
BEFORE FOREIGN COMPETITORS, E.G. THE BRITISH, HAD THE CHANCE TO 
GEAR UP. TIME-CONSUMING ASPECT OF TRANSMARK STUDY MAY BE DESIGNED 
BY UK CONSULTANTS JUST FOR THIS PURPOSE. END COMMENTS. 

13. ACTION REQUESTED: (A) IN ORDER TO PROMOTE EARLY BIDDING 
DATE, EMBASSY CONSIDERES IT IMPORTANT THAT USG DO WHAT IT CAN 
LIMITED OFFICIAL USE 
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TO HASTEN WORLD BANK IN GETTING RAILROAD PROJECT UNDERWAY. 

(B) WOULD APPRECIATE DEPARTMENT'S VIEWS ON WHETHER GOB PRO- 
CUREMENT OF LOCOMOTIVES IS POSSIBLE WITH AID FUNDS, TO INCLUDE 
LOCOMOTIVES COMING FROM RSA WHICH WOULD BE 60-70 PERCENT 
AMERICAN MADE. 

NORLAND 
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